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Indune, 2o, the City of Memphis, Tenoessee (CCEY") eontracted with Griffin & Strong, PG, [TGSPCT) 1o
revieaw The altamment of oonnocily and wamen awned busimesses (T3WREST) m abiaimng awaeds sinee the
Iast dasparity study was completed i 2o, The purpose for conducting such a oview was o deterimine
whether the purpeses of the current Equal Business Opportunity (CEBO™) ordinanes, that was sl to expire
on June Zo, 205, had Tkely been fulfilled o noet,  GSPO determmed, after s review of the 3WEE
Attaipment Sumvaries provided by the Criy and after conducting public bearings, that the purposes of the
FECY Oedimanee had net been fulfilled, 10 further recammended that the City extend the EBO Ordimanes
until an wpdnte 1o the oo Dasparty Stody could be completed (hermmafter referred 1o os 2010 Updatied
Disparity Study™ or “Stody™, the zoro disparity study hereinafter referred to as “2o10 Stady™),

The eurrent 2o Updated Disparity Study and itz 2000 predecezsor were designed to determine shether
exizting City efforts have eliminated active or passive inferences of discrimination; to analyvee the City's
procurcinent trends and practioes for the proviows five (5] vear period; and to evaluate various options for
future program development.  Governmental entities, sweh as the City of Memphiz, bave authorized
disparity atudics in response to City of Richmond v, 1A, Croson Codt and the cases which followed, to
determine whether there has boen a compelling interest for remedial procuarement programs, based upon
race, ethndeity, or gender. The City adopted s curvent MWEE progean in 1995 as a result of the fadings

in e 19gq Dispaeity Stedy, conducted by DU Miller & Asseciates,

The purpose of this Study 15w determine whether there s o dispoarity between the pereentage of minarity
aned women owned bosinesses (CAMWEES") by indostes an the Memphis marketplaee and the percentage of
dollars that Memphiz paid to sueh MWEBE firms during FYzowo-Fyzog ("Stody Peried™), sueh that it eould
Bes inferred that the City is an aelive or passive participant in past or present diserimination,

The Study collected and analyzed relevant data on businesses in the industries of!

L. Construction Services
2.0 Architecture & Engineering (“ASET)
3. her Mrofezsional Services
. Oher Serviees
B Coods
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ORJECTIVES

The principal objectives of this Stuedy wene:

o To determine whether the City, either in the past or currently, engages, or has been a passive
participant in discriminatory practices in the selicitation and award of contracts, which, for the
purposes of this Stody bave Been categorized as Consteoction, Avelitecture and Enginecring
(CASET), Other Professional Services, Other Services, and Goodd 53

= Todetermine ifa legally justified need continwees o exist Forany o all of the City's MWEBE programs
inaccordanee with the guidelines set focth by the Supreme Court in Croson and relevant subseguent

civsess and
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TECHNICAL APFPROACH

In conducting this study and preparing our recommendations, GSPC followed a carcfully designed work
plam that allowod study team members to folly analyvoe avaalabality, ubilieation, and dispacity wath regand 1o
AWEE participation. The final work plan consisted of, but was not lmited to, the following major tasks:
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eatablishing data parameters and hnalizing o wark plan:

legal analyvsis:

policy and precurement process review and remedial program analysis;
colleeting, organizing, and cleaming datn;

condueting market area analvses;

conducting product market analysis;

condueting utiliztion analyses:

estimmating the svailability of cuaalified firmes;

analvaing the wiilization and availability data For disparity and significance;
conducting private sector analyzis including credit and self-emplevment analyvsis;
collecting and analyvzing ancedotal information; and

preparing a foal report that presents cace- and gender-neatral and marcowly tailored race- and
gender-lased remedies
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Aboul the PROGDECT TEAM

Grillin & Strong., P.C, s o professional corporstion based in Atlanta, Georgio, that is actively engaged in
thee proctive of Inw, as well s govermmental and prvate consulting. Sinee the Arm's ineeption in 1oz, the
pullic poliey consulting divisien has been contimuously direeted and contrelled by Rodney B Strong,.
Attorney Strong has an extensive background in the aren of public contrmeting with specific experienee
comducting disparity studies, Gregory Price, Phuoir, served as Senior Econonmist for thas Stody and reviewed
all gquamtitative aspects of the Stady, Michele Clark denkins, as the Project Manager. was res ponsible for
the dov-to-doy aspects of the Study and for executing the methodology,  Mrs, Jenkins has extensive
experience in managing dizparity studies, bench-markings, and goal setting=s.  Inwani Strong served as
Do puty Project Manager and gualitative reseacch coordinator of the Study. Mz Strong's expertise in
anthiropoelogy and prior experience on GSPC stwdies made her an asset to the execution of this Stady,
particularly in the analvsis of the anccdotal evidenee, Susan Jobmson handled the administeation of the
Studdy, particularly with regard 1o subcontractor tracking and pavients,

Legal hasis for Dee Study

The City, through adoption of the City of Momphis” Equal Business Opportomty Progeam Oedinanee (the
"ERGT Program ), secks ta ensure that public cantracting apportenitios are not foreclosed to qualified and
svini bnlele snimoeity el sweomsen owonied businesses desiring lo peorbivipate i Cily conlracting opporianiles,
The eurrent ordimanes was et o sunset on June 30, 2005, bt was extended by the Memphis City Couneil
unbil September 3o, go1d, after thas Study s completed, 10The 2ob Updated Study mdieates an mberenes
of dizcrimination and if a race- or gender-specific program iz recommended, the contineation of the EBO
Programs, or any amended program, must meet the rigorous constitutional standards required for rces and
pender-specific remedics. The current statement of policy of the EBD Program Ordinanee evidenees the
City’s strong commitment 1o its remedial nature: “Under all the ecirommstances and bazed on the faetual
predicote which has been established after careful study and review, the City of Memphis bas a compelling
interest to fully remedy the ongoing effects of past and present discrimination against minoerity and women
business owners in both the public and private sectors of its marketplace.” Memphis Code $S8eetion 2-

xnlal.

Inoerder to cmploy "race conscious” remedies o ensuee cqual opporiunity, o muosicipality mest comply with
the constitutional requiremoents, standards and pranciples of lw set forth by the Supreme Court in City of
Richomoned v, A, Crosen Company, 438 U5, 400 (1939], 7og 500 700, Adacmd Consteoctaors, Tone, v, Pene,
515 U5, zoa, 115 500 2007 (10050, and thoeie progeny, The Croson decision represents the definitive Tegal
procedent whieh established “striet serotimy™ as the standard of review by whieh cowrts evaluate state and
loeal progroms that grant or lmit gevernment appertunities based on race,  The Adarand decision
subsequently extended the “strict serwting standard of review to race conscious programs enacted by the
Feedderal governmemt.
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In repdering the Croson decision inJasuary 1989, the U5, Supreme Court held that the City of Riclmond’s
oty business enterprise ordinanee--whieh mandated that magoriy owned peame conteactors, towhom
the City of Kichmond had awarded comtracts, suboonteact 30% of their canstruction dollas ta minarity
ovwnied subeontractors--violated the egual protection clagse of the Fourteonth Amendment to the United
States Constitetion, Ina sis-tothree magarity decision, the Court held that stte and loeal progroms which
e roee conseious mensnres b allaeate, or Usel asicde,” 0 ]1-!1|'li|::-l1 ol }:-lu'|1|il." 1_'ur|l1'4||:,'ti114'-'.. L"-.:l:'|l:|:~.'i1.'.:]:-.' 13

minorily ool Businesses must withstand o "steiet seroting” standard of judicial review,

The courts elearly held that any race based program invelving governmental procurement of goods and
serviees is subjeet to strict serutiny under the Egual Protection Climse of the Fourtcenth Amendment to the
Lnited States Constitution. The strict serutiny standard, the mest stringent standard of judicial review used
bwv the United States courts, is a two-pronged testz A “compelling governmental interest™ must exist in
remeidying race discrimination by eurrent “strong evidenee™ of the persistence of diserimination, aned the
program adopted must be “narrowly tailored” to remedy the identified discrimination.

While gender based programs have reguired the application of a lesser stapdard of review, “intermediate
seeuabing,” a few couwrts bave lomped gender i with saee ool required o hagher standard of review af the
steict serutiny level, Intermedinte seratioy reguires: The progeom must serve an "important governmental
objective,” and the pragram must be

substombinlly relmted 1o the nehicvement of those obiectives,”
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SUMMARY

Despite the mearly twenby-siv vears of litigation fellowing the Croson deeision, the law in the area of race-
conscious remedies used to ameliorate inequities concerning MWEBE whibization in the area of public
canbracting, is G Teome settled, Clearly, the Taw requires that such progeums be reviewed periedically, What
remaing unclear is the applicable standard wsed o determine whether a race- and gender-conscians
progeans bas achieved it imtended poal of chimipating wientified dizeriminaton, thereby negatiog the meed
Tor the continued vse of mees and gender-consotaus remedios, T this stody, the Geaffin & Strong PO, eam
analvaed the statistical data ag extensively as possible and vsed the more conservative interpretations of
availabality swhich hove Deen profferesd by the mest reeent Court opimions, The gquamtitative dola s
buttreszed wath detailed and varied ancedotal evidenee,

FINDMNGES AND RECCOMENDATIONS

The courts have indicoted that for a race-based or gender-based preferenes program to be maintained theee
must be s elear 1*1‘it||':|1fi:||':.' foomed ot nean esbalbalishised For the eomtieat e af ey 'p'.riw'; T, A the ddestaalael
findings below will demonsteate, GEPC found sufficient statistieally sigmifieant underotilizstion of minarity
amd woman owned firms ns prime contronctors and some arens of subcomtracting m all five (5) work
categories that GSPC analvecd, A regression analysis was performed and found that there was evidenes to
indicate that the disparities were caused by the race, ethnieity, or gender status of the firm owners soel that
am inference of discrimination can be made. Do addition, substantial ancedotal evidenece supports the need
to remedy the diserimination found.

A FINDINGS

Frxming i GEOGERAPHICAL RELEVANT MARKET

The figure below sumimarizes the geographical ares where af least 75% of prime pavees were [oested in each
industery, Inanalveng the velevant nsarket data, GEPC iabulated the pereentage of dollars spent, beginmng
with the City of Memphis (hy oop eodes), G3PFC sontinued counting i radius surrounding the Ciry of
Memphiis until the cumulative percentage was equal toor greater thon 755, The availalilite and utilization
}Luliluly-'ws woirres comlucted andy oo Teroes with offiees withon the geomrphacal markets, Tl results were os
ollows:




Figure 13 Summary of Relevant Geographice darket (by paviments)
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FINDING 2: AWARD THRESHOEDS

GEPC reviewoed the level of contracting underaken by the City at varnious dollar threesholds i order 1o
determne whether 1t was likely that all firms o ids Master Vendor File could perform as pomes. GSPC
Townd that 707 of all of the Cily’s peome contracts were winder Seoog0n, T addition, the average
canteact was 22080023 and the median contract was 330000, Small contract sizing would Likely allaw all
forms on GEPMs Master Vendor File to pecform as peame contractorss for the iy,




Table 1: Summary of Contract Award Thresholds for FYzo1o-Fyzoig
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14.23%
27.57%
29.74%
10.82%

16.66%

3.37%

0.98%

o0.71%

0.39%

0.905%
0.59%

100.00%

84,590,817
$20,014,488
£38,250,953
$33.6006,475
£160,504,100

£101,269,300

$51.486,390

$52,430,798

837,112,147

$139,839,390

$276,404,717

£915,599,582



FINDING 3: OVERALL MWEBE UTILIZATION

As the table below shows, the City of Memphis spent a tolal of 3663.047.876 in prime
spending in the relevant market during the study period and 532,880,746 of this amount,

or G.40% of this amount was spent wilh MWEE fir as prime contraclors.

Table z: Summary of Prime Utilization for FYzormo-FYzoig
v Dollars in the Belevant Markets

[ LRilization Totals
Architecture and | Other Professlonal
Construction £ og i | Other Services Goads Totals
Fiafrs

Aftican Ame rican £3,988,795 56544291 z,% 56,130,684 52,746,865 £20,231,936,
Aslan American 50 $136, 145} 51 5
Hispanie American 7| <0 [T $T37.111 2792,
Native Amirican £ 0 <l <)
Waenen 57,949 590/ £154. 164} 45993341 £2,004,526/ 52.274,497) 521,466, 518]
ML | 0 $17.860( a0 500 817, 550]
Total MAVBE/DBE $11,938,785 51,145,138 515,661,295 48,239 576 £5,904,549| 543,689, 746/
Hon-WWVBE/DBE 2202065 342 w18, 740,036) $131,260,044] 53, 10,460 5185 798, 215) $611,058, 130
[Toeat £214,004,127) $19 885 174 £146,941,342] 481414 465] 5191 702,768 4651, 047 87,

Corllaee & Sdrens, "0 24

FINDIING G COMPARISON TO 20400 DISPARITY ANALYSIS
Incomparing the disparite analvais from the 2010 Study to the corrent study, GSPC found the following:

[n Constroetion, the MWEE otilization dropped from 9.59% to 5.58%, however availability substantially
increased from 18.64% o 33.00%, Overall the MWEBE disparity index dropped from .51 to 7.7

In ASE, the MWEBE utilization decreased from 11.69% to 5.76%, but availability increased from 28.57 Lo
30, 37%, Overall the MWEBE disparity index dropped from .41 to 15

[ Other Professional Services, the MWEBE utilization inereased from 3002% 1o 10.665% amd avaalabality
increased from 14.04% to 35.03%. Overall the MWBE disparity index inereased from .22 to .30,

[ Other Serviees, MWBE utilization deerensed from 1n.42% to w2 and availability decreeased from
253.40% to 24.00%. Overall the MWBE disparity index decreases from .45 to .42,

I Goods, MWEE mtihzation decreased from 13.85% o 2.08%, however availability inereased from 13.85%
to 20.55%. Overall the MWBE disparity index dropped from .43 o a5

Exeept e Dther Professional Serviees wohere there has Deen a greater relative utilization of MWEBE firms,

relative utilization (relative to availability) has decreased in all other work categories since the 2010 Study
for FY2ooa-FY2ooH,

@ e Darthser gha alapuamady imbaden o Drom 5o, the gieater Uhae Qespansy



Table 3: Comparison of Disparily Analvsis of Currenl Study Lo 20100 Study
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ETHMICITY/RACE ARND | UTILIZATICN | AVAILABILITY INDEX UTILIZATION | AVAILABILITY INDEX
GENDER GROUP % (U1) % [ARVL) (U1 A1) o (U2} S (AR 2] {2 FARN 2)

A FRICAM ABAF RIEC AN 1. =L FE66EY (1,05 B350 1%, 179, 1,55
AIA BRI AR [ 1 0/ (14x] ChIX 01, AT {1013
HISPARIC AR ERIC AN L L 959 1,06 Ik DY L), D
FATINVG AMERICARM LN AR 1.0 D05 ), D5
TL 3.71% PP 0,3 124 0 v L3, 54
rARE LR 320 .01
TC3TA 1 WAWiRE v, T 13 11%, (1,17 <), SEE 15 it 41
PN - VY BE R . G 1.4 R et H1, 6% 1.11
AFRICAMN AMERICAMN ] I s 1. 30 10 G0 1E. 4955 0.5
ASEA R ARAE RIC A L o, I [, 16 b D 0, B (3,000
HISEA P AbAF R AN e O 00 {1,1%1 T F {1,057
PIATINE ARAERIC AR RS b L T 20 1,06 L [, DE
WAOHRAE M O A 19 955 004 1OES G F 35S 010G
| MBI 0000 0.007%
TOTAL MWEHE O 100, 30 .15 11500, A5 A 3,441
MO - VB E 1, A G0, 53% 1,%% HEE L1 F1.a3% 1,24
AFRICAR ABRAERICAM A A P 1,200 R 12 =50 [, Fiw
ﬂ.ﬁ.l‘u’ AL RICAR LR 1 G225 00 O D5 [ (3,00
HISPAMIC ARERICAMN LT 0.91%5 0.0 [ g 0,125 (300
PATIVE ARAFRICAM LR ) [ 1,067 O O, 0, (T -
WL IR I [, B2% 4 1" (1,04 e 1,55 0,052
PABLE L O 20 [N EE] - - -
TEOTAL WWWERE LB 35.13%% 1, 20 ®1F% 14, 143%; 0,22
MO - PV RE E, 247 G 5, 1, 3% Gl B ARG 1,13
AFRICAN ABAFRICAMN T 14 T 1,5% 11 kaG 2F T [1,4a00
ALEAN ARAERIC AN ‘-L'i{-’-'i':- O S % 0 O [ 3,000
FHSPARIC AMERICAM LU O 0 .0 [ [ 0,00
FMATIVE ARMNERICARN LU [ .00 [ 0.0 0,00
WA IR I ERET 4 ER, 1,33 0 15%, F13% 05
PABE LRI & et i 11%, £1,0%
TOITA L BAVWIELE 1 1245 P .aF 11 A7% FEEC .45
MO - MWW ERE B HES 75905 1.18 BE.S6% FL NN e 1.1%
(TOTAL GOODS
AFRICAM ARMERICAMN I E 3139 [1.1% a4 RES 12 2005 (3,40
ARIAN ARTERICAN “_'ﬂ.”"f“ LI (1.1r (AR L1155 (R E
HIS %A PRI A BAETRTT AN L, SH b RS (1,58 D [
FATIVG ARMERICARN L 00 1%s 1060 [UEED [ 0,20
WORAE M 1.1%% T 4T3 0.13% 1. 13% 1. 35% 0.7
hABE e 158 (1,051
TOATA L RAVWHE 4, LR Mh GoO 1% 5 20 13 :-‘-.':.'}_;: 1,433
L PO - VIVRE L FOAGY 122 DEAER L 8L 1R 1.0




FINIMNMNG 5: SUMMARY OF DISPARITY ANALYSDS FOR FY2aro-I'Y 2014

The tables below indieate those MWEBE groups where a statistically sigmficant disparity was found.

Table 4: Summary of Disparity Analysis of MWELS in Prime Contracting
City ol dlemplos Disparity Soudy

Construciion

ALE

Oiher
Professional
Services

Other Services

Croods

African American

Asian American

Hispanic American

MNative Ameriean

Waoaman

NNSAS

v
v
v
v
v

" SONCNENCN
S SENCNENCN

SCNSAKAS

Linifhin & Slgong, B4 R B

Table 5: Summary of DMsparity Analvsis of MWEEs in Subecontracting

(o Prime Yendor OQuestionnaine Sample)

CONSTRUCTION

AJE

African American owned- Overutilized

African American owned- Overatilized

Acian American owned - Underotilized
(Nol Stats=ncally siemficant)

Hispanic American owned - Underotilized

MNative American ovwned - Underutilized

Asian American owned - Underotilized

Hispanmic American owned - Underutilized

MNatve American owned = Underotilized

WYWomen owned- Underruiilized
{ Mool Stiestelly S1embicant)

Woomen owned- Underutilized

Non-MWEBE = Underutilized
(MNot Statistcally Significant)

Non-MWBE — Overutilized

Lol hin & Sieomg, 14, 20U



Fixnmisg G PRIVATE SECTOR DNSCRIMINATION
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in the City of Memphis selevant marke? area, Indeed, our results suggest that in general, a firm cwner's
race, ethinicity, and gender bave, in several instances a stabistically significant and adverse effect on entering
this Memphis market area oz a new Sem, a0d for Gems o seneral, and these 1 Construction Services,
sevuring public contracting and subcontracting opparfunities relative 1o nen-manority owned firms, Ouor
results abso suggest that ot least with respect te African Aoanerico o ned frms, te City of Memphis may
T passive participant i private discrimination, as African American ewned firms are moere Bkely to repaort
finaneing—which s Cvpaeally secure in private credat markets—go be acbaerier to secaring contracts with the
City of Memphis,

Specifically, GSPC fownd that:

= MWEEs are EQUALLY LIKELY A% non-AMWBEs to submit hids

= MWEEs are LESS LIKELY THAN non-MWEEs to have revenues that coual or excecd their market
representation

0 African Amecicans and Women owned Drms ave MORE LIKELY THAN mon-30WHES to be mnew
entrsnts o e Memplis market

= Certified African American amd Women owned fems bhave beoefitted from the Ci's remedial
progemams and Bispanic and Native American owsned Bems did not benefit accordingly,

o Arean Ameriean owned firms are MORE LIKELY THAN non-30WHRES te fee finaneing barrers

P African Amenican owned irmes are MORE LIKELY TIIAN won -5 BEs to perceive that the bidding
protess s untir,

FININNG 70 PERCEPTIONS OF INFOEMAL NETWONKS

W al=o found, In cur private sector analvsiz, that being an African American owned firm inereases the
likelihoed of having a pereeption that the process by which bids are selected by the City of Memplis is not
fair and tramsparent, perecived to be governed by biased informal networks, whicl coonld diseourage
participation  froom minority owned  frms in the public eontracting  process = esaeeriating
racial fethnie fgender disparities in public contracting outeomes for the Ciky of Memphis.

One of the overarching themes throughout the amccdotal evidence is the perceived discretion in the
procwrement process, which is seem as a Barcier toentey to contracting with the City as well as one of the
Tactors et mvakes it eddffeult fo appeal or contest an awward. GRPCS rescarch team heard sepeated Dyt
Memphis Business owners bave had experiences with an informal network ether withis the City or o doing
business with prime contractors as a subcontractor. Many of the MWERES whe came forward in the puablic
hearing or were mteracwed expressed astrong opinion that there wauld be Tttle participation if goals were
nob in place—essentially that magoerity contractors must be reqoired toowork with manerity and women
ol Businesses,




FIRENG S ANECDOTAL FINDINGS

CGAPC heard consistently in its ancedotal analvsiz that the continued vestiges and current practice of social
s bicen v led o e ereation af exelusive informl business networks which dlisaddvantaee MWEEs.
Ackditionally, the Tack of exposore toominerity and women owned businesses has created o pereeption of
limitesd capacity of those firms by non-AWBE owned finms and financial instinetions, GSPC heard
extensively that certification costs and the lack of cobesion in the process has been a barrier o full
participaticn by MWEE frms. There was discussion i mulbiple forams regarding the prevalence of
“fromts": firims professing to b ovmed Ty an MWEE Dt are i fact esvned andd for eperated by a non- M MWEL,
GEPC received substamtial anecdotal evidence that saggests that the goal setting process by the City needs
o b carefully reviewed and calibrated to eeflect the availability i the mackeiplace, Finally, theses were

PR OARS COrmTments regarding enerons insarnee T'\.\,'liil_:i!'-l_'lT‘:l':II.l'\-\. anel o neegd for pronipl et

FINENG O INEFFICTENT CERTIFICATION

Fram b= ir|f||'r|:|:.:|!i-e:r|.-_1:|.;|I_:|.|_-ri||;:| ¥ et I_]':rrll:l:.;l': mdarmataonal |11|_'|_-|:i|:|:,'_=. |1;||||i|:_' |!||_-;||';||;x'_ Fewiriig nranpE,
ancedotal interviews and email comments, Griffin & Streng, PO, has discovered that MWEBE firms and nen
MWEL firms alike are comeerned about the program, cither from an admimistrative, contract-letting
stamidpoint or in it monitoring of MWEE centifications and the goal-setling process. The certification
proeess itself was also a cwuse for concern, with some participants intimating that their information wis
wsed inapproprintely amd several others indicating that the process i not widespread or efficient enough to
capture the entire universe of MWEBE-cligible firms in the Memphi= market place

The Cily accepts wvariouns certifications from UCA, THMEDE, and WEENC.,  Each agency charges
approximately L300 for certification, Vendors have consastently complained albouwt the fee clurged and
application process, The MWEEs and LOSEz hove expressed that they ave to pay toodo husiness with the
City wnder the virous programs while magoer iy owned compamies do not hive pay, The application process
Tros ey dleserabssd as tnvasive o inteesive By 500 BEs amd LOSE=, “There Tas beea o constnl comeern of
breaches of privacy as itrelates to their information supplicd to the various agencies, The perecived breach
i nof an the side af City as the ity receves no Aoaneial data regardig the apphicant,  The LOZE % not



race based as reguires all applicants to provide the requested financial data. 5o majority owned eompantes

are required to submit finances to participate as well,

Firspiso g GoAl-5ErmisG

There was some cansensus throughout the various forums that the MWEE program’s oversight of contracts
and goal <cliing mechanisms was a mystery to many members of the pablie, inchuding those present at the
informational meeting and there was o reguest for more ransparency in the goal-setting process, fn
caclelitivn, Phore 02 ot imypeession ooy ervaay of those odto prorided comaecnt Sl the prcgecer ety e

regererrpreed fo rneloade maore paeeeteerdang cespaects foe saoller Trees te Bedddd copeeciie,

Fismis gy BONDESNG THRESFHOLIS AN INSURANCE REQUIREMENTS

Constriction project= with an estimated eost of o000 or more gencrally reguice 2 bid bond at 5% of
e Baiel somoun L While cm its Gace, @ 5% BE Bondd sy oot ageprear b bae exeessive, However smeall, minority
and women ownied businesses can rarely afford to pull el needed money from their businesses for the
Bl As o vesult, these businesses are placed in the unenviable position of sorving in the consistent rale of
subcontractor rather than the prime position. Although the company may have the =kills. licenses and
experienee (o perform as o prme, Gnance is a major Tactor keeping them i the subeomteacior role,

When g company wins a constroction bid with the Citv, shortly thereasfier o performance bond i the

amount equal to the dollar valee of the peojeet i5 regquired.  The abality to obbain a bomd s bBased on
L EIY 5|_-||!_'|' ::-p-lll:-.!i-::-ll. fEll:Lll:_'i:ul -\.':I.E:I:III'”:.I:‘-'_ e .'-:;l|_|i|1|1'.|-r|I_ renlness R mhcamuLis ik !'n_ LR ko=, TTH [
i= consistently o problem for small, minonty and womens owned husipesses, While i i opderstandable the
Ciby Bias wo balanee the Dscal sesponsibality doe taxgasers, 10 is also important Do Geke it considerstiomn

othier less burdensome options that can accomplish the saome goal,

City insuranee levels include S2ooooco for professional Babilite and commercial general liabiliey of

Srcoooon, o dentify a fow, Vendors have consistently eomplained about the pereeived high levels of




insuranee regquired to do business with the City, Althoogh each contract should be reviewed to establish

the appropriate insurance limits, in practice rarely are insuranee levels lovwereqd.
FINDENG 1z LACK OF KNI LEDGE OF RESOURCES

The City provides aowealtl of semvices o all citizens inclwding MW RES theowsl the Renaissanee Business
Conter, The center offers construction Eeenging, low interest loons, and Anancial statemoent preparation
istrucizog, Witl all of thiese rosourees, PRI the -:'-::1'.|1'.'.|r|i|,:n.' are unsveare of tee center and it many
offerings, Marketing resources e not becn deploved inameaningful way o spread the word about the
opportunitics presented. With dimect loan capabilities, many 11 the business commumity couled benedin if

thisy were soware of the assistanoe

FIspise p2: ARMINISTHEATIVEAUTHORITY ANDTHE CONTEACT COMPLIANCE Orricri (CC0)

The EBO Program is elear in its designation and description of the OC0 as being charged with oversight of
MWELR issue, concerns, information distribution, ete. The COO, in conjunction with the division of finance,
i= specifically charged with providing MWEE= with information and assistance regarding city contracting
appaortunitics [nan offort o inceease the attention given to small, mieeity and soomen owned Businesses,
aviersiglit boards and other entities hasve Been coeated, However, there meeds to be more Iand s ondeck 1o
stpport contract complinnee rather than pulling the offiee s several directions, The offiee of MORE should
report to the Contract Complianes OFfce eatboor fhan be sepaate and apart, Two offices with o simialare foeus

provcides confusion in the markeiplace,

Wolalie MORE 1= 50 geodd eden, there are noomeasorable provided o the office to determine its effectiveness,
MORKE = tasked with providing MWEEs with information regarding ity contracting oppartusitios,
although the ordinanee elearly states thas s g part of the COO dutacs, This consistently adds to ASIWERE

ponfusion o= to where te go for information or assistanee,

The sccomplishment or lack thereof of goals and the “nombers™ are pleed sgquarcly ot the fect of the CCEL,
Therefore, the COO should be able to direct the resounrees and assignments of AIORE to better assistance
YW s aw 1w clear] Iy elastanld amn Elve BEESCY eceradimzincae. ||.:-'.-..-l.'.-r.,-!.-;.|'i_|,'._=.-“1'!||:'_ !'!':-u'n'__'-u-n-r woervires of SMORE
can ilso solve the problem so that there is no overlap in responsibilitics between MORE and Contract
Compliance (GO Business development may be o great position for MOBRE 1 32 0o remain separate and

aprart foom CF,
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e RECOMMENIDNTIONS

The zowh City of Memphis Disparity Study is the sceand Disparity Stucy conduacted for the City of Memphis
Dy Griffin & Strong, PO, Ouwr lem also condueted the 2oao study Bec the Citv, We made a number of
recommendations as a result of that study, many of which were not fully implemented during the
intervening pericd. As demanstrated by the fndings above, we have determined that the City of Memphis
has a compelling governmental interest in the continuation of an ERO Program. We have included a copy
of the recommendations made in the 200 stedy as Appendix Goto tis reporet, and we continue bo believe
that imany of those vecomimendations would be bhenefaeial for the City to implesuent.

[n making our specific recommendations with regard o ameliorating the findimgs of this study, we are noed
secking to give our opinion with eegard o the specific recommendations of either of the theee entities
mentioned ot the beginming of this chapter (MBDROC, Mayor's Transition Team, and City Council’s Minority
Business Task Foree) with whom we have interacted, The recommendations s make below refeet sl
wir believe 1o be the critical issues whicl st be addeessed s order for the progeam o achicve its
aljectivies,

It should be noted that the newly appointed ffice of Business Diversity and Complianee bas already begon
to make substamtial operational, admanistrative, smd progromommstic changes, including some of the ones
recomended by GEPC below.

RECOMMENDATION 12 MWRE GOALS

The Rrdings of this study indieate that the City eof Memphis should continue to implement a progeam to
promobe MWEE wbilixaiion.

1. Theannual goalsetting process the City has engiged in vnder the carrent program should e
convtinued, The Benchioneks for goealsetting shoald e based on relative S0WBE availabality as
determaned i this <iudy,

2o Based onthe decline in MWBE porticipation during the study pericd, deseribed in Finding 2 abaove,
thee City 15 Justificed in taking a granular approach to goalsctting, We thercfere recommend goals
ticd both to procurement categorics and to Che projected spend of cach division or department of
City government. Gostls should Te et for both primie and subesntracting. Tocadeition, there shonld
continue to be project specifie goals set by the geal=ctting committes,

. The City should also consider encouraging jeint ventures on the prime contracting level as parct of
an enhanced MWERE program,

4. Finally, the City should develop a process o ensare the participation of MWEBE firms in
nontraditional areas, incleding Hnancial seevices, pension investment management and real estate
ivestment and management,




RECOMMENDATION 22 DEVELOE MWEE SPENIMNG PLAN

The City sleould consider reviewing all of s anticipated exponditures for cach upooming Gscal vear as part
of 113 budget approval process, hased on the anterpated expendituees of each department. MWEBE spending
targess could e set based on MWEBE avadlability (o perform the work anticipated on various projects,
Anticipated ex penditures conld be made public as a forecast whicl waould allow MW EE firms townderstand
carlv amn what projects are anticipated i the comming fscal vear and to prepare to comgpete for them,

RECOMMENDATION 3: PERFORMANCE STANDARDS FOR STAFY

The City should consider cvaluating a1l emplovees with procurement authority hased on their efforts and
results in utilizing MWELE= as part of their anmual performance revicws,

RECOMMENDATION 4 PERFORMANCE STANDARDS FOR MANAGEMENT

Exvery department hewd stould be tradned on $he MOWEBE progeam and the department heads should ensure
that every individual with any procurement authorization within their department is also trained. Part of
the pecformance review of department heads should Be theie effort and resolts with regard to SIWEE
pearticipation,

RECOMMEXTIWTION 50 CONTENUED EXPANCEMENT €07 THE CFFICE OF RUSINESS DHVERSTTY
ARDCOMPLIANCE

Becent Changes-The Strickbnd Advenistration has enbanced what was formerly the Office of Contrct
Complianes by ereating a new Office of Business Diversity and Compliance, combining staffs of baoth
the CHFiee of Contract Complianee and MORE (Memphiz Offiee of Besources and Enterprise), clevating
the leader of the organization to the Director level and having her report directly to the Chicf Financial
Officer. This has resulted in substantial improvements,

Axlelitionnal Changes Needed—"e recommeesd Ehat control of the Benaissance Business Center be
consolidated under the Office of Business Diversity and Conteact Comglianee,

Adeguate Staffing-- We recommend that adequate staff be pot in place to allow for effective conteact
admanistration of all City divisions', departments” and agencies” procurements, The City should also
eavsure thand andequae stadT i i place e do effective monitoming of all contracts thatl are in progress,

RECOMMEXDXTION & CERTIFICATION [S5UES

O of the biggest issues facing the City 1= the lack of a public cemtification process, We recommend that the
City take complete control of it certification proeess, The City iy choose to ootsouree some of the
functions associated with certification or o provide those services in hoose, Begardless, the City must have
complete contral of the list of firms considered to be certificd for purposes of doing business with the City
of Memphis which take advantage of apportunitics provided by the Office of Business Diversity and
Contract Compliance. The ultimate cectification decizion should be made by the Dircetor of the Office of

15




Business Diversity and Compliance,

The City should eevtainly also consider the aceeptance of reciprocal cevtification from variows agencies, and
should streamline the process as much as possible, making itas casy and transparent as possible wo become
corhihed, while simultaneasusly ensuring that the peocess 15 cebust enough to Glter aut fiems that doonm
Tegatimately qualify for the benefits of the progrom. Gor pramane concern is that the City of Memphis control
s own process and mmintain its own databose of cortified Tirms,

RECOMMENTDWTIONS 70 BONDING AND INSUTRANCE ISSLES

The City should review its bonding and insurinee reguirements inan effort to redoee the burden on small,
ity amd woman-owned businesses, Our review indicates that many of the City's insurance
regquirements in particular are higher than many other jurisdiction=. A comprehensive effort should be
nmcdertaken too ensure that the City i not recuiring limits which are higher than neees<ary to pratect the
City™s interests.

RECOMMENDATION 8 ACCOUNTABILITY OF EXISTING SUPPORTIVE SERVICES PROGEAMS

The City currently financially sopports vanous non-profit agencies that provide supportive seovices (o
MWEEs and other small bosinesses throughout the Citv, GEPC recommends that these organizations
Bicome more accountable to the Oy for the progress and results of their progromes, Speafically, G3PC
recomends that each non-profit receivanmg funding from the City of Memphas develag an anmeal plan in
conjunction with the staff of the Office of Business Diversity w0 set measurable objeetives, Benchmarks
shonld be st whiel resolt i gquartesdy reports on progress toward s mecting the abjectives,

Ao CONCLUSION

Tt is tmpertant that the Gy of Memphis is commmitted to provide cogual access (o 118 procore ment process
for all diverse businesses, However, although the City's RO Progeeam appears 1o have made an impaet on
subcontracting, the majerity of the Ciy™s contreacts do not utilize subeontractors, possably due to relatively
small comtraet size. The small average controct award should have provided mere opportunitios for MWEBEs
to perform as prime contractors, but it as not. In fact, MIWEBE participation as prime contractors has
declined overall during the Study Period as compuined to the results of the previous disparity study.

Asonresult, GEPC bas made recommendations which will assist the City in ensuring imclusion. The proocss
of improving the program has already bezun with some new changes aleeady implemented by the cureent
administration through the newly developed Office of Business Diversity and Compliance. 1f the
reconmendations macle absove are implemsented aloeng soith the modifEeations aleeady mede, the impaect of
these changes will increase equal aeeess ta business opportenitics for minority and women owned firmes,
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